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4. 	 A rental factor will be applied to the facility's total 


current value to estimate its annual fair rental value. 


The rental factor is determined by using the Treasury 


Securities Constant Maturities (10-year) as
published in 


the Federal Reservestatistical
Releaseusingthe average 


beginning
for the second calendar year preceding the of 


the rate period with an imposed lower limit
of seven and 


one-half percent (7.5%) per annum and an imposed upper 


limit of ten (10%)per annum plus a risk premium. 


A risk premium in the amount
of two percent( 2 % )  will be 

addedtotheindexvalue.Therentalfactoris 


multiplied by the facility's total value, as determined 


in 3 .  above, to determine the annual fair rental value. 

5. 	 The annual fair rental value will be divided by the 


facility's annualized total patient days during the cost 


report period used to set the rate
to determine the fair 


rental per diem payment. Annualized total patient days 


will be adjusted to reflect any increase or decrease in 


the number of certified beds by applying to the increase 


or decrease the occupancy rate reported on the cost 
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2. 	 Existing facilities, one year or older, will be 

valued at the new construction bed value less 

depreciation of 1% per year according to the age of 

the facility. Facilities willnot be depreciated 

to an amount less than
30% of the new construction 

bed value. Facilities which were constructed in 

one year and then added additional beds in later 

years will be valued based upon the original 

construction date for the original beds and the 

addedbedswill be valuedbasedupontheir 

construction date. 


3 .  The per bed value will be multipliedby the number 

of beds in the facility to estimate
the facility's 

total current value. 


4. 	 A rental factor willbe applied to the facility's 
total current value to estimate its annual fair 
rental value. The rental factoris determined by 
using the Treasury Securities Constant Maturities 
(10-year) as published in the Federal Reserve 

Statistical Release using the average for the 

second calendar year preceding the beginning
of the 

rate period with an imposed lower limit
of seven 

andone-halfpercent (7.5%) per annumandan 

imposed upper limit
of ten percent(10%)per annum 

plus a risk premium. A risk premiumin the amount 

of two percent (2%) will be added to the index 

value. The rental factor is multiplied by the 


in 3 ,facility's total value, as determinedabove, 

to determine the annual
fair rental value. 
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2. 	 Existing facilities, one year or older, will be 


valued at the new construction bed value less 


depreciation of 1% per year according the age 


of the facility. Facilities will not be 


depreciated to an amount less than
30% of the new 

construction bed value. Facilities which were 

constructed in one year and then added additional 

beds in later years will be valued based upon 

the original construction date for the original 

beds and the added beds will be valued based upon 

their construction date. 

3 .  	 The per bed value will be multiplied by the number 

of beds in the facility to estimate thefacility's 


total current value. 


4 .  A rental factor will be appliedto the facility's 


total current valueto estimate its annual fair 


rental value. The rental factor is determined by 


using the Treasury Securities Constant Maturities 


(10-year) as published in the Federal Reserve 


Statistical Release using the average the 


second calendar year preceding the beginning
of 


the rate period with an imposed lower oflimit 


seven (7.5%)
and
percent 



